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McGRAW HILL FINANCIAL San Francisco, CA 94111-5432
tel 415 371-5000

reference no.: 40431852

January 9, 2014

California Infrastructure & Economic Development Bank
980 9th Street, Suite 900

Sacremento, CA 95814

Attention: Ms. Teveia R. Barnes, Executive Director

Re: US$96,000,000 California Infrastructure & Economic Development Bank, California,
Infrastructure State Revolving Fund Revenue Bonds, Series 2014A

Dear Ms. Barnes:

Pursuant to your request for a rating on the above-referenced obligations, Standard & Poor’s
Ratings Services (“Ratings Services”) has assigned a rating of "AAA". Standard & Poor's views
the outlook for this rating as stable. A copy of the rationale supporting the rating is enclosed.

This letter constitutes Ratings Services’ permission for you to disseminate the above-assigned
ratings to interested parties in accordance with applicable laws and regulations. However,
permission for such dissemination (other than to professional advisors bound by appropriate
confidentiality arrangements) will become effective only after we have released the ratings on
standardandpoors.com. Any dissemination on any Website by you or your agents shall include the
full analysis for the rating, including any updates, where applicable.

To maintain the rating, Standard & Poor’s must receive all relevant financial and other
information, including notice of material changes to financial and other information provided to us
and in relevant documents, as soon as such information is available. You understand that Ratings
Services relies on you and your agents and advisors for the accuracy, timeliness and completeness
of the information submitted in connection with the rating and the continued flow of material
information as part of the surveillance process. Please send all information via electronic delivery
to pubfin_statelocalgovt@standardandpoors.com. If SEC rule 179 -5 is applicable, you may post
such information on the appropriate website. For any information not available in electronic format
or posted on the applicable website,

Please send hard copies to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter
applicable to the rating. In the absence of such Engagement Letter and Terms and Conditions, the
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rating is subject to the attached Terms and Conditions. The applicable Terms and Conditions are
incorporated herein by reference.

Ratings Services is pleased to have the opportunity to provide its rating opinion. For more
information please visit our website at www.standardandpoors.com. If you have any questions,
please contact us. Thank you for choosing Standard & Poor’s Ratings Services.

Sincerely yours,

Standard & Poor's Ratings Services

tw
enclosures
cc: Mr Greg Swartz, Senior Vice

President Piper Jaffray & Co
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Standard & Poor’s Ratings Services
Terms and Conditions Applicable To Public Finance Credit Ratings

General. The credit ratings and other views of Standard & Poor’s Ratings Services (“Ratings Services”) are statements
of opinion and not statements of fact. Credit ratings and other views of Ratings Services are not recommendations to
purchase, hold, or sell any securities and do not comment on market price, marketability, investor preference or suitability
of any security. While Ratings Services bases its credit ratings and other views on information provided by issuers and
their agents and advisors, and other information from sources it believes to be reliable, Ratings Services does not perform
an audit, and undertakes no duty of due diligence or independent verification, of any information it receives. Such
information and Ratings Services’ opinions should not be relied upon in making any investment decision. Ratings
Services does not act as a “fiduciary” or an investment advisor. Ratings Services neither recommends nor will
recommend how an issuer can or should achieve a particular credit rating outcome nor provides or will provide
consulting, advisory, financial or structuring advice. Unless otherwise indicated, the term “issuer” means both the issuer
and the obligor if the obligor is not the issuer.

All Credit Rating Actions in Ratings Services’ Sole Discretion. Ratings Services may assign, raise, lower, suspend, place
on CreditWatch, or withdraw a credit rating, and assign or revise an Outlook, at any time, in Ratings Services’ sole
discretion. Ratings Services may take any of the foregoing actions notwithstanding any request for a confidential or
private credit rating or a withdrawal of a credit rating, or termination of a credit rating engagement. Ratings Services will
not convert a public credit rating to a confidential or private credit rating, or a private credit rating to a confidential credit
rating.

Publication. Ratings Services reserves the right to use, publish, disseminate, or license others to use, publish or
disseminate a credit rating and any related analytical reports, including the rationale for the credit rating, unless the issuer
specifically requests in connection with the initial credit rating that the credit rating be assigned and maintained on a
confidential or private basis. If, however, a confidential or private credit rating or the existence of a confidential or private
credit rating subsequently becomes public through disclosure other than by an act of Ratings Services or its affiliates,
Ratings Services reserves the right to treat the credit rating as a public credit rating, including, without limitation,
publishing the credit rating and any related analytical reports. Any analytical reports published by Ratings Services are
not issued by or on behalf of the issuer or at the issuer’s request. Ratings Services reserves the right to use, publish,
disseminate or license others to use, publish or disseminate analytical reports with respect to public credit ratings that
have been withdrawn, regardless of the reason for such withdrawal. Ratings Services may publish explanations of Ratings
Services’ credit ratings criteria from time to time and Ratings Services may modify or refine its credit ratings criteria at
any time as Ratings Services deems appropriate.

Reliance on Information. Ratings Services relies on issuers and their agents and advisors for the accuracy and
completeness of the information submitted in connection with credit ratings and the surveillance of credit ratings
including, without limitation, information on material changes to information previously provided by issuers, their agents
or advisors. Credit ratings, and the maintenance of credit ratings, may be affected by Ratings Services’ opinion of the
information received from issuers, their agents or advisors.

Confidential Information. Ratings Services has established policies and procedures to maintain the confidentiality of
certain non-public information received from issuers, their agents or advisors. For these purposes, “Confidential
Information” shall mean verbal or written information that the issuer or its agents or advisors have provided to Ratings
Services and, in a specific and particularized manner, have marked or otherwise indicated in writing (either prior to or
promptly following such disclosure) that such information is “Confidential.”

PF Ratings U.S. (02/16/13)



Ratings Services Not an Expert, Underwriter or Seller under Securities Laws. Ratings Services has not consented to
and will not consent to being named an “expert” or any similar designation under any applicable securities laws or
other regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities
Act of 1933. Rating Services has not performed and will not perform the role or tasks associated with an
"underwriter" or "seller" under the United States federal securities laws or other regulatory guidance, rules or
recommendations in connection with a credit rating engagement.

Disclaimer of Liability. Ratings Services does not and cannot guarantee the accuracy, completeness, or timeliness of
the information relied on in connection with a credit rating or the results obtained from the use of such information.
RATINGS SERVICES GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.
Ratings Services, its affiliates or third party providers, or any of their officers, directors, shareholders, employees or
agents shall not be liable to any person for any inaccuracies, errors, or omissions, in each case regardless of cause,
actions, damages (consequential, special, indirect, incidental, punitive, compensatory, exemplary or otherwise),
claims, liabilities, costs, expenses, legal fees or losses (including, without limitation, lost income or lost profits and
opportunity costs) in any way arising out of or relating to a credit rating or the related analytic services even if advised
of the possibility of such damages or other amounts.

No Third Party Beneficiaries. Nothing in any credit rating engagement, or a credit rating when issued, is intended or
should be construed as creating any rights on behalf of any third parties, including, without limitation, any recipient
of a credit rating. No person is intended as a third party beneficiary of any credit rating engagement or of a credit
rating when issued.

PF Ratings U.S. (02/16/13)
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Credit Profile

California Infrastructure & Econ Dev Bnk infrastructure st revolving fd rev bnds ser 2014A
Long Term Rating AAA/Stable Rating Assigned

Rationale

Standard & Poor's Ratings Services assigned its '"AAA' long-term rating to the California Infrastructure and Economic
Development Bank's (I-Bank) series 2014A infrastructure state revolving fund (ISRF) revenue bonds. The outlook is
stable.

The rating reflects our view of the following characteristics:

e A very strong enterprise risk score under our criteria, due to low industry risk and a strong market position;

e Anextremely strong financial risk score based on an extremely strong loss coverage score and strong
financial policies; and

e Our view that the program can withstand a stressed default scenario well above the level determined under
the CDO Evaluator due to high debt service coverage, dedicated funds in a reserve, and additional funds held
in an equity account, which we understand management intends to use to make more pledged loans over time.

The approximately $96 million in bonds are being issued to refund the I-Bank's series 2004 and 2005 ISRF bonds, to
reimburse the 1-Bank for previously funded loans, and to pay cost of issuance. The refunding will leave only the series
2008 ISRF bonds outstanding under the 2004 indenture. The series 2014A ISRF bonds are being issued under a separate
2014 master indenture with a separate set of loans pledged. After issuance, the I-Bank will have about $38 million in series
2008 bonds and $96 million in series 2014A bonds outstanding. We understand that the I-Bank is leaving the 2004
indenture open to new debt in the future, although there are currently no plans to issue additional debt on this lien.

The series 2014A ISRF bonds are secured by revenues received from the repayment of pledged loans, plus certain funds
created under the indenture. The bonds will also have a reserve, funded at the lesser of 10% of initial offer price, maximum
annual debt service (MADS), or 125% of average annual debt service. Under the flow of funds, pledged loan repayment
revenues are first used to pay principal and interest on the bonds. After curing any reserve fund deficiencies and covering
certain bond-related administrative expenses, revenues accumulate in a supplemental revenue fund if projected debt service
coverage falls below 1.20x, as projected by the 1-Bank. If projected coverage exceeds this amount, as it will upon issuance of
the bonds, revenues flow to the unrestricted assets account in the equity fund held by the trustee to fund one-and-a-half years
of budgeted I-Bank operating expenses, then to the restricted assets account in the equity fund. The restricted assets account
is pledged to the bonds while the unrestricted assets account is not. Funds can be transferred from the restricted assets
account to the unrestricted assets account if the 1.20x coverage test is met without considering funds in the supplemental
revenue fund. Funds in the unrestricted asset
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California Infrastructure & Economic Development Bank; State Revolving Funds/Pools

account can be used by the I-Bank for any lawful purpose, including uses unrelated to the program.

Administered by the state I-Bank, the ISRF program provides loans to local governments throughout California for
public infrastructure projects and economic expansion projects. The 1-Bank was initially capitalized with appropriations
from the state in fiscal years 1999 and 2000. Loan funding comes from the program's equity, loan repayments,
investment earnings, some fee income, and proceeds from bond issuances.

The approximately $96 million series 2014A ISRF bonds will initially be backed by $184 million in existing pledged loans.
We understand that after closing, the I-Bank anticipates having about $68 million in the program's equity fund held by the
trustee, including a $33 million deposit of bond proceeds in the restricted assets account to reimburse past loans and a $35
million transfer to the unrestricted assets account from the I-Bank's other cash sources. According to management, the intent
of these funds is to fund new pledged loans over time. We understand that the I-Bank plans to issue additional debt in the
future to reimburse itself for new loans and further support the program.

The rating is based on a very strong enterprise risk score and an extremely strong financial risk score under our criteria.
We also apply a one notch positive override to the rating due to our view that the program can withstand a stress scenario
with default rates well above the level determined under the CDO Evaluator test.

Outlook

The stable outlook reflects our anticipation that loan portfolio credit quality will be generally stable and any delinquencies
in repayments will be manageable and absorbed by the excess coverage and reserves. The rating also reflects the 1-Bank's
intention to use funds held in the equity account to support the program through additional loans. If the I-Bank were to
transfer significant funds out of the program or remove pledge loans in the future, as is allowed under the indenture if
certain coverage tests are met, we could the lower rating.

Enterprise Risk Profile

We consider the ISRF bond program's enterprise risk score to be very strong. The score is the result of a low industry risk
score and a strong market position. The ISRF was initially capitalized with state appropriations in fiscal years 1999 and 2000,
with no additional appropriations received since.

Financial Risk Profile

We consider the program’s financial risk score to be extremely strong. The score is the result of an extremely strong loss
coverage score, only one five-day delinquency in the past 12 months which was cured, and financial policies that we view
as generally strong. Formal credit criteria are incorporated in the program's loan origination policies. We understand that
program staff reviews borrowers' financial statements and loan covenant certifications annually. In addition, the program
has loan payment collection procedures that include 30-day advance notices to borrowers for upcoming payments and
formal guidelines in the case of any delinquencies.
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California Infrastructure & Economic Development Bank; State Revolving Funds/Pools

The repayment schedule for existing loans that will be pledged to the bonds provides debt service coverage of 1.6x to 1.7x
through the bonds' final maturity in 2043. The high coverage along with a debt service reserve, with an initial funding
requirement of about $6.4 million provide loss absorption in the case of loan defaults, leading to the highest rating category
under our CDO Evaluator test.

At the closing of the bonds, the I-Bank expects to have about $33 million in bond proceeds deposited in the program'’s
equity fund to reimburse the funding of past loans plus an additional $35 equity deposited to the equity fund from the I-
Bank's other cash sources. We understand the I-Bank intends to use the funds to make new loans over time, though legally
the funds can be moved out of the program if projected coverage of at least 1.20x is maintained. Given the 1-Bank's
intention of keeping those funds within the program (primarily by making new, pledged loans), we applied a one-notch
positive override, leading to the 'AAA' rating. This reflects our assessment that the program should be able to continue to
withstand a stressed default rate that is at least 1.5x higher than the rate determined under the CDO Evaluator test.

Related Criteria And Research

Related Criteria
USPF Criteria: U.S. Public Finance Long-Term Municipal Pools, March 19, 2012
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Copyright © 2014 by Standard & Poor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof
(Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system,
without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for
any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents
(collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for
any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or
maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE
UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P
Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in connection with
any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment and
experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does not
act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for
certain regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well
as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and
www.spcapitaliq.com (subscription) and may be distributed through other means, including via S&P publications and third-party redistributors.
Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.
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